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A

SIMMARY

The purpose of th1> paper is to present alternatlxg DhllObOphiC and
practical approaches for the equitable distribution of state aid to
local school distriets, and to discuss some the advantages and dis-.
advantages of those alternatlves. Corpliahce with the widely acccnted
principle "that the quality of public education mav not be a function of
wealth, other than the wealth of the state as awhole'" is the criterion
of an equltable distribution system. Two general approaches to satisfy
this criterion are (1) equity through unifommity, apd (2) equity through
fiscal peutrality. These approaches embody. opposirg political and
educatlonal ‘philosophies.

o
4 -~

Equity through unformity, which is implemehted w\th a’Full State Ascumntlor
(FSA) model of school flnance centralizes at the state level decisions .
relative to the per pupil spendlho level among all school districts.
FSA can be funded by an combination of revenue sources, including property
taxes. The basic state policy decision under FSA is what should be the
Per pupil” spending for all students in the state. If property tax is
used as a revenue source, the state establishes 2 tax rate that‘every -
district must levy. The state then makes up the difference betleen what
the property tax produces in eath district and the statewide spending
level. Some advantages of FSA are:
1.* It eliminates differences among districts in per pumil spending
levels caused by local property wealth ond the willingness-of ,
"local dlstrlcts to support educatlon. . . -
2. It allows schoo} boards and other local dec151on.makers to o
concentrate their time and effort on educatio dec151ons rathe# —
than on establishing budget levels and rals/ﬁp/revenue§ -
3. - It“moves to the ,State level the quest1o‘ of what is adequate’
per pupil spendlng, which probably ‘wi1l ,promote increased
research of ways to improve educat1on product1v1ty .
Dlsadvantages of FSA include:
» ]
1. _ ‘It eliminates local ch01ce in establlshmg @ducatlon expen- -
" ditures and tax ratesb :

e Y

°
e

2. . It 'prohibits districts from spending above the statewide
‘expenditure level, thereby-inhibiting districts~from creating
so-called ”lighthouse prograns. "o

3. It would probably cause some dlstrlcts to raise property tax
rates. A £

B 4 '
. o ., T
‘O-. '

- Equity through fiscal neutrality, on the other hand, decentrallzes
school districts choices regarding per pupil spending levels. Each d15tr1ct,
would establish, within ceftain boundaries, its per pypil spendln level,
select from a state prescribed schedule the tax rgte correspondi

its spending level, and levy that tax rate. Ifg;;at tax rate:di

produce the established spendlng level, the stayd would make |
difference. Thus the uneven'dlstr1but10n among school distric

. N
4
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property tax bases would be neutralized through a State guarantee of

.equil per pupil revpnues for equal tax rates. This approach can be

implemented through a distribution system called Guaranteed Tax Base

(EEB). Some advantages 6f 3 GTB ares . T L

1. t- elgminates the infiuence of local property tax'wealth on
school district spending levels. The state guarantees all
school districts-the same tax base. oY ‘

.

- . ‘ !

2. It assures equal spending levels. for eéyual property tax rates.

3. It’promotes localifiexibility in determining education spending

-
°

‘ ’leﬁg}s and ~tax rates. -

e

)
-

4. It allows distTicts to enjoy through iover tax%ates the bene{it'
of efficiency. ' . .

. 1Y ‘ .

5. It allows districts freedom to experinent with more costly
.programs, to create so called "lighthouse programs." -

R

Some disadvéntagas of a GTB are:

1. It allows per pupil spending levels among diStricts. to be«
different, resulting in uneven education opportunities. .
- .
; . . ) . S L
2. It allows per pupil spending lex€ls to be influented -by dif-
ferences among districts in income levels and age composition
of voters, Higher income g¢roups tend to valde education
more than low income groups ana younger people teAd to be more
" suppprtive of edudtion. U -
3. It may create some uncertainity abeut what will be spending
and tax levels among districts, and what will be. the state
cost. v - L4 s »
, . "

The most widely used school finance distribution system-is called a
Foundation Program (27 states use it) and it is %hat FloPida uses (the
Florida Education Finance Program, FEFP). Under this Syst&m™herstate _
guarantees all districts-a certain spending-level,’ and requires a local |
tax rate. If that tax rate cannot produce the state-guaranteed spending "*

" or "foundation'' level, the state makes up the difference. ‘

The FEFP, liﬁg foundation programs in other states, is only a.partial =*.
approach to equitable distribution. thile the extent of inequality in
Florida is low compared. to. most other states, ‘the level of .per pupil ’
spending above the foundation level ($754 per pupil) and the reguired ;
tax rate (6/5/mills) 1s.a fuictionm of local property tax wealth: therefore
it ‘'violates the standard for am equitable distribution system.

- .

. L - ! ‘ _“. ,

. yA third pdssible appz;ach for an equitable distribution system ffs (a
combination of a Foundation Program and a Cuaranteed Tax Base. @ This
approach has the advantages of at least a uniform spéndipg leve®among

» W

.

!




. 'to increase pending levels, above the stateyide uniform kevel.

o’

/
districts, and alse Ql\?b districts--poor ofics as wcll as, r1ch--flcx1b141tv
One way

Florida could adgpt -this approach is to add a GTB on. top ot the present
FEFP.
\ . -

The three alternat;xe distribution sv<tems- Full Snate Assumption (PSA),
Guarantéed Tax Base (GTB), and Foundation Program plus GTB-~ meet the -
widely accepted standard of equity, that thé 'qualitv of public’ educatlon
_may not be a function of\ssalth other than tbe vealth of the stateas-a |
whole. Another equisty issue not only 1ng; dnt 1y -itself but also - 0
necessary for the correct operation of «any ‘df the three distribution® : L
systems, whelproperty tax is included a¢ a Jrevenue source, is accurate

and uniform property aUpralsals among districts. ! .. \
The \Department of Educatlon has a comnuter ;zmulation which can. readily
compute and show the’fiscal impact on all sctool distracts as well as
" the étaxeulde co>t -of the alternative distribution systems.

. .
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LI Y h Y

Tha,fundlng of elcmentary and sccondary schools has been thc center of

much )UdlClal act1on, pof1t1cal debate and research in the 1970's. At

the heart of the actLvlty was a chal.lenne to states, as‘ the level Of

government responsible for publlc educatlon to addresf equltyllssues re-

lated to the collection and distributidn of funds for publlc schools,.and, to;a
. > ) ’

lesser exeent, adequacy of funding levels. These issues, Of cowrse, are

. . 3 . v§ .
fundamental for the pursuit of the noble, Americarn goal of providing to

, . . N
all students an equal education cpportunity funded by a fair tax structure.,
. S At .
The furpose. of this paper is’'to examine alternative approache’s for the

equitable distribption of funs to 'school districts for operatihg purposes.

’

Although funding/for capital dutlay (school cohstruct;on) could fit the

. alternative dj 'ributfon'systems presented here, it is-not discussed. While the

ralslng of revenue for publlc schools is a complex 1ssue 1tself it also
affects somewhat the distribut?ton 51de of the ledger, to that extent 1t

is treated in- this paper. .Similarly, adequacy of funding levels is a, .
very difficult value-ladden issue, and it too is discussed ogly as it

affects equitable distribytioh. ’ . ' . .

That state governments during the past half dozen years have assuﬁed a

new promlnence in publlc,polaey issues - gener ly; and .especially in -
.school financing, -is ev1§ent from the flu

of schoel fihance reforns. .
In at deast twenty states, since 1971, fundamental changes were made’in
school finance Structures, including Florlda's h1ghly acclaimed reformhh
i 1973.° Emanatlng from the famous court pronounced'prlnclple, ""that the

quality of public education may not be a function of wealth, other than

..the»Wealth of the'state as a'uhole,"* the reforms sought to eliminate. f//<

L3
- ‘
-

*This principle, g,was reaff ed in December, 1976 by the California Supreme N
P

Court.in the appeal of th Serrano , case, and was the standard in-.the New
Jersey court case, Rob1nson V., Cah1§l whlch overturned that state's school . =
flnancé system. . ,7 .o * Y T

[ } N ‘ R "
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expenditure and taxatfen% quitics 3ssoc%atcd with the size of a local
) "/l '7 . M

sEhool districts’
e P . ]

distrlbutlon of ed \tlon funds have emerged over the yea¥rs--equity

and eqult) through flscal neutrallty . In their pure

3 ernat1\es embody opp051ng phllosophles of management .

‘through- unlformit‘

;

\forms the two

with regard tgyspendlng levels among school dlstrlcts and thus, presumabl»

3
the quallty dé education. . D
iF -

/ i
, v i L
These two‘?éproaches together with a third which may .be called a %partial”

i

approacH‘ 0 equltv .are exanired and comgared in this naper In additlon

Flor1d£ s school finance program is discussed in light of these anprodhes
F1na1fy Jthe o tions avallable for 1mprOV14g the Fiorida school f;nance

'dlszrlbutlon system are presented First, however, are a few corments about

| -

the_role of the local property tax in a state-local school finance strucfure.

’ s

- N .

A Few Comments About the Property Tax Base of School DlStrlCtS“'
v ‘ R Y

The most common megsure among the states of local school districts’

’

) , .
ability to support sthools, or their wealth, is-the amount of taxable
(i.e., non-exempt) property value behind each student.* Technically

. h] N -
this is referred to as assessed valuation per pupil.
? .

- . .-- .
districts within the states, assessed valuation per pupil varies widely;

Among the school

. - ’

»

*Increasingly, states are'beginning to include other measures of
local ability to.support schools, such as personal income. For
example, Connectjcut.and Rhole Island use ‘property valuation per
capita modified by a median family income ratio; Kansad uses a*’
combination of property valuation and taxable income. This whole
issue will be dlscussed in the Florida context in a future paper.

prop rty tax base: - . I




+* §96=$792).

.spendlng levels in Flori

‘ . . s . te" ‘;.. . . e . N

.oy s - o LoV " _/H

[ ' “

)
in. Florlda it ranqes from a low of §12,217 pcr helgﬁted* pup11 in
Gadsdcn Lounty to ﬁ hl“h of $110,852 per u01ghtud puplL in Flaglcr f

County Expressed in terms of tax rates one mill ($1. 00 per $1,0Q0

»

. \
assessed valuatlon) in GadsdenACOunty W1ll'ra1se about §12 per pup11 in

Flagler County it hlll raise about Sl}l per pup11 Thus, "if schpo}

’
-

da were a function only of 4ocal district wealth,

* given an eight mill limit on school tax_rates , the potential differenee'.

in per pupil spending between th§5e twoipistricts could be $792 (8 mflls
times 312 in Gadsden=$96, '8 Tills times Slll 1n Flagler‘SSSS;\§888 mifus
flor131 however, like alnost all other states has a%tempted to
correct this disparity through a system of school aid which provides

state aid inversely related to ;ssessed'vaiuation, thHat is, more aid

- -

3

flows to poor Histricts than to wealthy ones. -Int effect, then, the ,

4 .
. . v A -
measure. of local districts' ability to support schools, which is A

assessed valuation per weighted pupil, is the very basis for the state

aid system. If that basis is weak because, for example, .of inaccurate:
a » .

and non-uniform property appraisals methods among counties, then any new :

e

school finance structure built on Such a basis is analagous to building
)

a fine new school house {or cap1tol buildlng) & qulcksand
L) J

LY

i

In order to make thexmeasure of property vaiuatlon uniform among school
dlstrlctSJnany dtates use asséggment sales surveys -According to the

United States Bureau of the Census, 36 states conduct these surveys, and

- . .

twenty-nine of those states use the assessment-sdles ratio ih the allo-

catfon of state aid for educatior’,

]

In other words, nearly 60 percent of

*A we1ghted’pup11'is‘a technique for counting a pupil so that His or her
need -for financial -support can be compared to a base or unit amount.. ‘It
costs more to.edutate.a visually impaired than a hted pupil and weighting
the visually impaired pupil more than the sigh d31§pil will reflect this.
Florida, for'gxample weights. v1sua11y impaired pupils 3.5 times more than
a nomal student in grades 4 through-9, and thereby provides 3.5 more funds
for’ the v1sua11y impaired student. ' ;

. .
' .
* 9

.
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. all states in the countrygbave decided, as a matter of fajr public -«
. ) * -«
. R . | . ) -
. policys that ‘locally determined assessed valuations must be adjusted by 4

state-produced assessment ratios "ifi order to apportion state aid lor

,schools lin an equitable manner. . e
e, . ’ 5 T _ e .
. o ‘ . + . .
: Assessment ratios were in fact used in Fldrida in 1969-71, but a.number ,
[y ' . . - . . »
L of- school districts (those with relatively low assessment ratios) - "\
'
! . .
’ 4 challenaed thepr use. In 1973thh Florida Supremes Court overruled

.
B B
. '
3 v .

the use of asse:sﬂent ratios in ﬁlstrlbutm(Y state aid, .saving

' . . v . \ »
‘ that the Legisiature could not.change the decisidfl of Constitutionally |+ -
. ki e i ’ ~ ‘ ] -
e empowered local property appraisers. f i Y

. . ) e
. R , . B
. / . .
. . ! - | e s .
. . . ¢ )
. . & L
L hd »

Seeking to coryect the assessment hrobleﬁzin another way, the 1973
»” ) .. . . EN LR
Legisiafure reforméd the powers,of State Department of Revenuefin the

superv151om and evaluatlon of local assessmé;t practuces. Alghough
l - /
there were s1gn1f1cant cbanges in assesSment practices in 1973 and 1974,

maJor problem; still ex1st today in ‘the admlnlstratlon of the properfy

- tax. Append1X'A shows th flscal dlstortlon on a schOoJ—flnance dlStTl-

-

-bution system of non- unlform property appra15a1 practlces among counties.

[Q—
L . ' . e

. .
- . v

L . . . - N
Once there is uniform administration of th?ﬁp;gperty tax, two different

philosophic approdches to_overcomifg the differences in assessed- valuation

.

,\1 4 ~
3 . . . .

5;r pupél among schogl,districts can bé Eopsidered.
) 4 oo . ' -
/ . '
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Equity Throuch Uniformity .

-,

. . A N
q v -
. )

This approach to school f;nance caters to ega11tar1an values hhere the

-

‘ obJecti\e is to prov1de all students, regnrdless of the1r geograph1c

-

address, the same "level of fmanclal‘ resources and presumably the same' .

. A .& - . + .
or similar education oppoif.tunities.' If.it was deeided, for example,

that $1000 was the "apprgprlate" f1nanc1a'l support for a particular

~

A

kmd of student, then that kind of student would wherever he ‘or she may .

. .. -

happen to 11ve within the state, receive the sape level onnanc1a1
support Local preferences and taste regardmg schooling would rot.-

' A . D
affect the' level of spending under this approach since decisions gbout

spending levels would be centralized ahd uniforn throughout the state.

This, is not to- suggest' that’ all 1o;:a1 dec1s1on makmg svould be dlscarded

, to the contrary, advocates of this approach maintain t‘hat local control

PO §
,and decision making \'vould be enhanced. Relieved of the difficulties of

establishing budget levels and raising revenues, so the argyment goes;
; . -5 . ’

.
v

local school hoards- and othar local decision makers could Mave more time

to.devote to more important education decisions, such as establishjng

education priorities and how best to organize personnel, materials‘and

equipment in the delivery of education services, within the spencl.ing ¢

N level available. . } ' .

- -

\»’ l,‘
- The beginning of the equity throuéh uniformity approach’to schogll finance
. / $ ' . . )
can be traced to 1930 when Henry Morrison wrote of spillover*benefits

and costs from one school ﬂ.istrict to another. The perfomancé of

-

students in one dlStI‘lCt was 1mp,ortant not just to the students parents

- and o@r imhabitants of thzyt d1,str1ct but also to ‘the people of the

state .and nation génerally Unllke other locally provuded serV1ces,

\, = /
'

/ R .
_- - . N ll A ~

~

w .




"such as street cleamnq or. flre protectaon \shlch affect only one comxm‘mlt»,

[ ] .)'

- the po<1t1ve and negat"lve results ot edmémtion' could affect all comrmmltles

'b »

)

-

-

_£ .

and sc;hool dlStI‘lCtS par‘tatulaa'ly';,n a*ﬁloblle"soclety .‘ -

Cla

14-

\J

% -

L~

Equ1t) throug,h unlformlty can be mplemented w1th a Full Statc ASSUmeIOH

]

(FS-\) model of school fmang The name, FSA, 5" ngg, to suog st that .

- ’

property taXes, which compr1se about 50 percqnt: of the fun

. and’ secondary educatlon natlonally, and about ,39 percent in Florlda,

could not be’ used for school ﬁxpport. Pnoperty ta_\es can be a source of .

" _Tevenye under FSA.if the state es‘tabl&shes the same’ tax effort (rate) :
for all d1.str'1cts and the‘state prouéles‘all dlstr1cts the dlfference .
'between.- the yi€ld from ?E_llat tax rat; and the xmi;om level of spending g
nlandated m afl'distfic'ts'.* Flgure 1 1llustrates th1s showm&a Lmlfm

expend1ture leyel (llne A- B) and varying y1e1cls from (lme C- D) the e'

»

same property tax rate. " If the statevestthshed tax rate should happen

),

the Lmlform spendmg level in one or. sevex:al d1str1cts,
[

T to produce more. th

f or.elemem: ary |

« Such as line E D in F,1gure 1l,.the etcess/property tax revenue would be ' .

‘

ot

“

transferred to the state fér dlstrxbutlon to other. d1str1cts ** Alternat1velv,

»

only state lével revenue could be used to fund FSA, thus ellmlnat‘mg

4

*

local property<taxes completely, a f1scal and po}1t1cal 1_mprobab111ty in

most states .

0

Whatever the tax sources, spendmg levels would. be the

same m all distrjcts under a Full State Assu?nptlon model bf .schqol

finance, thereby assuring equity through-umiformity.

.
]

A

Hawa1ii has F$
- to FSA with ppoperty tax.

4

>

§ .

.

v

/&

a

\ ‘ .
without ﬂoperty tax revenue. * New Mexico. comes close

) /
" - %% Of course the excess revenue could be reta1ned by the dlStI’lCtS, but

this woyld violaté the principle of uniform spendlng, andy as .we shall
see in the next séctlon, the prmc1ple of f1scal nentrahty

. ~
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R ILLUSTRATION OF A FULL srer \ssuerxnv (FSA) \DDEL: - e
01: SCHOOL . FINANCE WHICH INCLUDES pRom:Rn TAX AS A" REVENUE SOURCE ~ * *

[
a' i
. . - M .

. ' R ) . . s : L e . .
<, . ) ) #® AN
- $1100 - ‘ - . .
spending Level = . . e -y : -
Per il . e -, .o , T . ’
. . , ‘ .
T
. $1000 _
- _
O\ . a _
» sloo ‘. é - ' . ., . .
R 8125 000 o $111, OOO
Assgssed Valuation Per Pup11 Among School DlStI‘lCtS '
¢ A
SRR T -
L1ne A B is t}‘k sxatemdé umform spendmg level in all school drstncts,
v - W $1100 per pupil. - o
» Lige C- E%D is the local propertw tax revenue per pupll from a umform . ..
, : tax-levy in all school districts. - . , o . e T

4

Ling E- D 1s ‘the local property tax revenue per pup11 above ‘the statewide.
thi form spendmg level..” * :

A

2 ' . ‘\ . ’ N ) /

-
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= Eq"iait‘y 't.hrough unifermity ‘can b‘e-implcme'ntéd in 'varyin'g l'evcls of . .
'Iso;‘;hi'ss"gation, t}}e sinplest ’(Q)‘c’ing. unifom pc'r pu;zi%/spgiriding 'lcvils. |

’ ’e soﬁhi‘sti;&téd ways inclixdp uniforn spending /le\'e1§ per weighted
- pupil, \v}}ich at;counts fo\r diffe:rg:nce,s in;pexld‘{ng leyels assbc,iétgd with

‘ '-pup‘il chagacteri;t.ics ,L programs or state ~p’riorities ; and adj ustnifzn’ts

which compeénsate for differences in the pufchasing power .of an education

.
*

’ [}
dollar among school districts.™ . 7 .

"~ Some FSA proposals would allow d~i,§tric;ts, through their local property
"7 tax, to exceed the statewide‘gnifbm spending lec;fel’by some amount, fon

eXamplé 10 percent. The problems with thig>lteway are threefold.
. Tt . 2 " ™ \7 *
First, it\is likely that the richer districts would be the ones to opt -

for thé add-on si‘née.a:h"igh rglationship ew’.sts between, the socio- '

=

of Taising the statewide spending level, 'an action .
£ ] £ - - »”

Ehén.to' the poi

that presumably would help all districts. Third, even if poor districts

weTe inclined to do so, they would have. to ¢ax themselves _muc}H;arder,
%_hai:;is, ievy more mills to reach a given leeway spending level, as %

compared to rich districts.

.

. . 4

Ld .
* .

‘ ‘ o U I
Séme critics say that FSA wwld)eﬂﬁ. t{)" elimination of. "lighthouse
’ . .~ . . i rg .
districts," those rich districts which, with th{eir relatively higher tax
. : \ v

base‘cax_l afford some better educational sef'\?iqes. The reverse of the \

argument is, of courge, that poor districts. do not )h_avejthe ¢hoice of
. ) / . ' t ¢ 4
- ’ ' - . © oy ?

. . ‘-‘ . X N ’ : i s . L .
orida’s present stdte‘aid program includes, teighted pupils for grade
qlc.evels, pupil chargcteristics (exceptional students) and‘prog:gms voca- *
tional). Also, ip use is 4 progedure for relating state aid di ferences

in the cost of living among di%ricts. 1’4 4

> . . R s




N . ".1 he * - N
! K 4
) . ’ ,
bocomlng a llghthousc thev are constraipedby a’ low tax basgc. Since”
<F the‘pbjectlve of a "11ghthouse dlStTlCt" presumdbly is to increase

edlication. product1v1ty, should npt the state make that avallable‘so a11

. N distriC{s, or at least to rich-andrpoor districts alike:
. .. : - ’ v

. ! LI

'Implementatlon of FSA couI ‘

phased in ouer a number of vears. . L -

3

" Lower spend1ng d1str1cts,zgor artp fe cou1d be bro\bht up to some

e

wniform level and higher®spending d15tr1cts, for political and pract1ca1

'reasons probablv would remain at, their current level or‘perhaps

=

be alloued‘sllght}w higher Ievels 'Over tme, houe\er the unlform

spendlng level as it was 1ncreased would reach the le\el of high
e spending districts, -and all districts would be spendlng at the mne
. ¢ o .
level. , ‘ o ¥ '-3 - N
A . » ' .

Equity Through Fiscal Neutrality

Equity through fiscal'neutraLity caters to "liberterian' values, which

espouse that individuals should control their own dest1ny Under this

‘

phllosophy, 1§ca1 choice regardlng spendlng levels and tax rates would‘// -

_be promoted. By decentralizing decisten making among school districts, ®

peoffle (through the school board or, if.iernutted, by direct vote) could )
o ' . N
reflect th¥ir values for education by the amount they choose to tax

P .r,zhemselves Thé uneven distribution among school districts~of property ..

tax bases would be neutrallzed under this approach through a state ':

-

guarantee to all d1str1cts of equﬁl per: pupiil revenues for equal property ‘ ;‘:{’

& tax effort (rate). - v . '
\ : e ' ' . S
. Q - ~ ‘ k4

» . The concept of flscal neutrallty can be lmplemeﬁted through a dlstrlbutlon

system w1th a varlegx_gg\names, 1nc1ud;ng district power equallzlng,

. percentage equallﬁlng, logal guarantee yield, and. guatanteed ax pase.

-[KC L 15

’ [
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*A simple GTB jprogram-is illustraged in Figure|2, If a state wished to
adopt the principle of fiscal heptrallgy, it\might use a schedule such K
. " % i ’

&s this one, although there could be many- variigtions, such as changing

»

the slope of line'A-D. Dlstrgtts would selecﬁ from the siggdule the per,
- ’ ' . B 4 . &

papil’expendlture deeired, and levy the corresppndlng tax’ rate}ulf that
tax rate in that echool-district‘did‘ not prodq‘% the selected expendituré
level, the state wouldnmake'dp the dlfference. $or example,.if a district
wanted to spend, Q60 per pup1 , it would have to levy 8.0 mllls, if the

i

8.0'mills in that district pr ced let s say, 5500 per, pupil, the

 state wodld make up the differen 'of-S460. If {he GTB schedule was

suchnghat a rich district could ¥ 'se more per pqE11 at a given tax rate

’k‘\han the schedule allowed, the d15tr1ct could. either keep the difference ,

or, _under a ''purist" -form of GTB, remlt the dlffe#ence to the state for

payment to other d1str1cts which are below the scweduled amount *x

P <
\

With A GTB approach usually d15tr1cts are allowed éxpendlture dlscretlon .

only within certaln boundaries: Vlnlmuqﬁp01nts, % dollar anounts and

o o

correspondlno tax rates, .typically are spec1f1ed sane the state has a "
ba;ic respon51bil1ty'fo provide ald students a¢~eduFat10n of at least a
‘minimum quality. The minimm in Figure 2 might be point A, in whi'qh

case all d1str1ct would have to spend at least $60Q per pup11 and levy i
at least fxug\mllls whiie Fl ida does not’ use th# GTB approach one

could see that the present Flo ida Iducatlon F%nancc\Qroaram has a nlnlmum

comparable to po1nt B where allﬂdlstrlcts must Spedd at least £754 per

» i

pupil and legy ‘at least . 3 m111§5 e
é - . Ial [
. o2 . - 10 )
,? ; .
*hlcsonSLn had’a law*wHich would have been anlementc the purist version of -

| ] GTB in' January, 1977, toweves, in November, 1976, th® Wisconsin Supreme' Co
un ’ r G .
R\f: found that law (qalled “neuat1vv a1d") to be uncoﬁSt1tut1ona1 o urt

-i
|

)
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FIGURE *2
S A STMPLE GUARANTEED TAX BASE (GTB) SCHEDULE
L e B
w 4 h
+ . ‘ —
Expenditure - *~§ 1020 | ------ e g D ]
p . o - *f *
‘ er o 960» {# ' ; ; |
Weighted 900 | ----mmn-- PR LA ! .
. ] § ' ’
. - Pupil y 840 | --ceeaemoal . b 5 + *
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: 754 \‘h-—, o te |
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S I L Pl
L} ' 1 1 1 ] . ' *
N S e -
‘ ! \ . t ' 1 " ' ' -y -
* / | ‘ .{\/‘ ' . Y — )
.- 5°6. 6.3 7.0 7.5 8.0 8.5 E
& , Tax Rate (Mumber of Mills) o .
N ro ‘ . :;‘ R ".‘
"Point A is the/unmm expendlture and tax rate that'all
. ) districts would be reéquired to make. ’
Pomt B is the minimum expenditure and tax rate which is
comparable to the Florida Education Finance Program, L
, Pomts C and D are possible max1mum egcpendlture and tax
L ,rate 1eveTs. ' . B
£ R ’-
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. Tor at least™wo reasons maximumsexpendityre leve)s
. * N . A

' »

\'

and corresponding
.

. . ) ]

‘tax rates-also are usually imposed. One is to inject more gertainty °

. regarding‘the total cost to the state With mfndated maximum amounts,
5/ / .

.

" with,more commercl 1 and 1ndustr1a1 property, compared to ;ésidential

- Lt

for 1ts approprlatxon.

T\income groUpSgtegdv

.younger people te.

such as 5960 at §-mills or $1070 at 815 mills, the state can better plan

.

The, second rgason is based on policy decisions

4.

Above certa1n levels of

and furthér-increases

N

with regard to cost-quallty
p

expendlture qualLty may increase bnlv sllghtl)

elatr?hshlps.

"may be thoyght of’ as uasteful y 1at1»e ‘to. the costs for such 1mprovement

- ~ K
- - / v h v
. ' . N .

In a world 1n'wh1ch there are, the dyal aSeratlohs of equ1tv and local

f}eub111ty in dec1dm0;pex;dma

)
offer It breaks the lnvxdlous ink betheen spend1n0‘1e0§ls and the

-~ . -

.
- ' <o N .

.

spendlng levels among chool districts. leferencas in expendlture

vaLue educatlon more than low income groups,

.

to be morg, sdpoortivé”of education, and districts
/ -~

al ‘

1
ve hlgher tax rates. /Anofher drawback tp GIB is the

-

property, tend to

uncertainty about ~hat d1str1cts wxllsdo what w111 be the1r expendlture

Ty
. .(

and tax levels, and what will be the state cost
T N N\ ' ) " L T

R
. - . S
, a . N ‘. . 18 h .
- . o.
. - - . -
B

. L] * ' wm. L




. to schdol dlstrzcts By the 197‘0 s thé¥ states§ respon51b.111t1es for

”

- T ef spendmg, the- state makes up he dlfference. ~,‘-, A

L)
.- N .
N v . ?‘
. ’ R

- - #* .
Thrl’ntm‘: \pmo wh to hpnt\r * Foundation Program. . T,
o — .

4 ‘;‘ R 5 * . ) . — . v .
: \ - . -16€- :
L4 . [
AL .
)

SR . T
. In the. early 1900 s state!‘began to provid Timited fmanc1a1 3551s’tan<;e

vt e

A -

p,rov1d1ng their youna people ‘with ,at‘ieast a mlrumum educgtﬁqn* gamed

" ' v, .
(\ ‘a

-~ acceptalce as ‘researchers pom-ted out that some dls'trlct.S/ co;xld net -'

afford“even that Thus As . the. oegmﬂmg of the movement of the most v

- w1de17%usedjchool f-m approac.h f31:he fa.mdamor\ program *, -»Wlth a.
‘ r

foundatlon PTOg'ram,\'a ’sta,te estaohshea some per pupll (o/other fsmch *o

‘L bd
.

‘.unlt) emendlture level hthh 1t cuarzmtees .£0 all schoo:l. dlsﬁrlcts thréough a

. 8 L

shared fundmg arranaement whlcn 1ncludes s&té Tes renue and loc:als‘pert»

3
. #
4

N

\
4\that tax ‘rate can no;. p;oducie t}*e state eS.tathhed "foun&tion" level
L . . ~

- F

o
-

- » . °
.. R ~ P - . - . -
M " . o b .

o * + 3 -

. At Tea:s.t t)~o problems' accon'pany éls approachx ,"F1rst the state establlshed ‘

o

ot foundatlon spendmp levels frequen‘tl)-'\are qulte Qow 'm, fact thev are

. '

s so low the approach us,ually 1s labeled ‘minmmm ‘foundﬁldn Oyer time - »

even the mmlmum foundatlon levels ;.tend to»not keep pace w1-th mflatlon

[N L
‘e - “ N

) \. : and thereby hecome relatlvely snaller Second the portloh of property

t

.Y tax fates not mtlude’d m l;he, fomdatlon prog\r‘am that is, above the .

- "

T < required llocal tax rate, 1s ae51g;uxf1cant ‘faetor in dete\:@.mn% the :

" -spendmg level of a dlStI‘lCt' D1str1cts with a relatrvely h1gh taes—baseNl'

__ chn with the tax, rates above the foundatlon program support spendmg levels

' consblderably higher than the stat'e estabhshed foundatlon level whereas
'\“ - . - ( I .
tow "tax base districts can hdt.. = - S T )
- . ¢ \'/b : . . ) : ) . ‘ ‘
' "#Twenty-seven states in 1975 used a fomdatl,on, program, eight more statbs
- used a foundation<program pf:us a Guaranteed Tax, Base. LY

.
.

.taxes. Under thlS scheme. the s@a?e reqmres - local tax rate d ig, . )



- « ’ (‘ ) . ) , ’ B T Lo 3 .
“And it 1Is just thi-sl«'wcalth-rolatod spondying' di‘spz'lrity,that was” the key -

~ , .o '. . ' t . * i [ ] n “ 0 \‘
. subject of .court tases and most school finance reforfs. . e

‘ ' 6‘ ) . ' P -
. ) ) : ' : .. . s . 4
r . . > ¢ : '
School Finance in Florida and the ) , - D
Altcrnati\'es tor Increasing Egtity = )

~

The present system of school fmang,e 1.n F’lorlda ils a foundatlon program .

L e
' The state4estab11shed "foundat1on" spendlng level is 3754 per weighted

4 pupil,’ and\ the required. local effort is 6.3 mills; the maximum nonvoted:

r " tax rate that school boatrds can levy (and still participate'in the »

[] ﬂ‘

foundatlon,progran) is 8. 0 mills’ The difference between .the required

A ]

‘ rate,=6. 3 mills, ard the maximum allowed, 8.4 mills, is the extent to

which school funding in Florida is d1rect1v a function of the local
v -

dlStI'lC}Z propertw tax base beh1nd each pupil. Smce the taxable

property bade behmd ~#ach pupil, ranges from a low of Sl” per weighted

pupil in “the poorest school district to Slll per welghted pup11

- q

in the richest district, there exists g potential spendlng difference of

$168 per weighted pupiil. ($111-$12 X 1.7—mills=$168). Put another t;'ay,
S ) the state Aguara.‘ntees that all diStricts will spend, $754 per weighted -
pupii, but one dlStI’lCt (Gadsden) can excee\d the minimum by only $20° per

=

we1ghted pupil, while another di%trlct (Flagler) can exceed the mnmnnn -

- .

. by $189 pe; welghted pupily In short due to differepces in property'
wealth one dlStI’lCt can spend $774 per we1ghted,,pup11 while another °

5 district can spend 3943 per weighted puplI a d1fference of about 18

percent.** Moreover, thlS d1fference is dependent ent1re1y -on 1ocal
EAARY district property wealth! ’ o '
. v . » . p . . -,‘ s .
4 . R 3 . . - -" )
* ’ & - ) / ' ’_\.’
' ) *School districts can, w1th:5 vote of the people, exceed the maxmmm : .
o of eight mills'. , Such excess millage must be yted on every two years.

Palm Beach voted an additional 1.0 mill for .operdtions and .6 mlll
-for capital outlay for 1976-77 through 1978-79.

° 4. L
L) det:uled aﬁa1y51s of the relatlonshlp among school district N
pendltufes tax rates, and property uealth ‘le be done in a future paper P)

!

i . .
3 i
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At least three- stcrnatlves are ‘available. for making Florlda s school -
L} A\ 'J’ .

flnance systém more equltablc Che . is to adopt a Full gpate Assumpflcn .

. £
: (FSA) model., Another is to adopt a Cuaranteecd Tpx Base (GTB) progran.

0 And “the th1rd is to place a CTB _on top of the ex1st1n2 foundatlon OTOgr . - i

U:her all of the approaches a Drellmnnarv décision- should be made about
. )

the re}atlve proportion of, Tevenue that will cdme from state. sdbrces and
from.the locgi property tax. '

D
. . ‘.

i
? P

'Under the FSA alternatlxe the present requ1red local effort of 6 3 mills
t [ e e

could be 1ncreased to the present maximum non\oted.mlllaqe alloued(S 0 ﬂ111s),

Y

and the present foundatlon erpen/)ture levei of §754 could be increased

L}

) to some educatlonally sound’ and polltlcally acceptable hlgher level., If°
 the policy should be to reduce th& reliance of school funding on property

-

taxes, another way’to achieye the equity through uniformity objective is

/ \ < .
to' lower the maximum nonvoted millagei allowed down to the present’ local

3

effort of .6.3 mills. Or at some place in between 6.3 and 8.0 mills, the t
) ;ocaf_effort and maximum tax rate could be made equal. Or the lpcal

;?fforg and maximum tax rate could be made equal at any point between
# ' Co

n

zero and 643 mills. . .

- f .
“ LN

-Under‘the/GTB altermative, the state -could guarantee all school-districts

I ﬂk
qca cgrtaln tax base, and establxsh minimum and max1mum mlllage leVels.

! )

For, example,.the effecplve guarantee under Florlda's foundatlon progran
is $§120 per mill per weighted pupil ($754 per weighted-pupil = 6.3 -
_' ndlls=$120). This same guarantee leveltcouid be extended:to the naxﬂmzn :

‘tax rate allowed (8.0 mills), with each district selecting the expenditure

level and tax rate fro?‘petween those two points én a state GTB schedulé.

- —— - - - - -

Other variations of the GTB are almost endless.

-
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- The third alternative f’o‘r the equitable distribut

districts in Fldnda is the foundation progr"un with a.GIB add-on.

. ® +

. -Florlda s present foundation progr am, a GTB could
millage above'the foundat ion rate (6.3 mllls) and
alloxsed (8.0 mllls)

aboxe the uealth of the averaoe school district.

. .

related e\%enduure dlspar1t1es the GTB level should be equal to o(\/

h ighe‘r, than

The GTB could be set at any,

the tax base in the wealthiest.distriéct whichsis $111 per

Y
.

jan of fu‘nds to -school
Vé

Given -.
be 'established foi‘ the
up to. m‘uumum rate
level, but preferably

7 [}

To élimir'late: all wealth

s

N -

pupil per mill. - - ‘ , . .
. .
B [N

With the aid of a cogputer similation now operating in tMe Department of

[} " ¢
Education almost any variation.of each of these school firlari{:e policy
alternatives can be readily computed. The sirulation éé}r.’pﬁpduce reports
. 4 . . -1\‘_,‘."' _
which will show the impact of a proposed school' finance &pproach on

expenditures, tax rates anj' state aid for all schook districts in Flori"da

as well as the statewide cast. Futhermore, a host of decision variables

‘for each altemative distribution s:vstém can be treated's';multaneously.

For example‘., a user can decide what should bé the values for variables -

such as district sp’eriding levels, tax ra;tes, pupil wéigllts", district

cost differentials, hold hamless ~and whether to 1nc1ude other funds -
(such a? mpact aid, race track) as local revenue: By sirply specifyi g

, the pohcy altematlve and values for decision va'riablesipolicy makCr
‘can have the information necessary to assess the fi%cal impact of many

(
dlfferent types' of school funding formulas as well ds compare those proposals

. to the existing Florida Education: F1nance Program '

.
> -

.
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‘ ' APPENDIX A
FISCAL EFFECTS OF NONUNIFORM PROPERTY \PPRAIS\LS
¢ R : AMONG SCHOOL DISTRICTS
L '
) . ‘ >
Property in Florida is appraised (i.e., the valuq is, detennined) by

#

county level property Ippraisers uho by, Florida Constitution are elected,

-

except the appralser ln’Dade County who is app01nted Consdgtutlonallv

. all class‘§ of property arg required to be appraised at’ full cash value /

s’
or 00 percent ‘valuation, whlch has been 1nterpreted by the courts to

52"mean fair market value.

>

Central to any equitable'syséen of state school aid which includes local
property -taxes is the use of cemparable'measures of school i!stricts'
.ab111ty to support schools(nrlrelr property vaiuatlons per pupil. If
all ptoperty appralsers 1n.Flor1da dad valuatlons comparably, Florida's
state 'school aid program hOUld work accurately (although it still weuld -
not confonn to the cr1ter10n of an equ1tab1e d1str1bu§aon system), even if
county valuations were not at the requlred 100 percent of fair market value
However, when valuatlon procedures and thus the ratio of actual property“
appraisals to appralsals determined by unlform procedures among all counties
_(generally thlS 1s called assessment or sales ratios) differ from gounty

to. county, there can be signlflcant dlstortlons in the ooeratlon of the
]
- . /

state school aid formula * ‘

Table 1 cénpares the fiscal effect of differences in appraisal practices
between_twolschool drstricts on a state'schqgl~aid system'such as the "
one in Florida. District A and Distrigt B both navelexactly the same
! prepert; wealth;-SIS ,»000, 0003 Pistrict A assesses property at 100
percent, -thus show1ng an appralsal of 515 000, 000 which, ‘when multlplled

-

by the required thx rate of 6. 3 mills shows a local ab111ty to support

\schools of 5945 000.

‘Assessment Fatios in 1975 ‘varied from ¢65 ‘to .97,
differences inm property valuation meth
‘ 1} 4 ‘e .

~

- . =20~

DlStrlCt B, however, assesses

among F

23

roperty at 66 2/3

dicating significant

orida school districts.
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TABLE "1

COMPARISON OF B FISCAL EFFLCT ON'STATT SCHOOL_ AID
- DUE TO DIFFER -.\'c‘\g; IN APPRAISAL PRACTICES BETWELN
g T TWY saiooL DISTRICTS,V [

- N < \ * R \‘ ' ) . k- '

- ' D ICT A DISTRICT B

! ‘ . DISTRICT A —

_.State-Established Spending %1,508,000 - $1,508,000
Level (5754 x 2000 pupils) ‘ .

Propctty Apprazsal x Required
Local "Effort
$15,000,000 x- 6.3 mills= . 954,000

/ .
v ‘

3. $10,000,000 x 6.3 mills= _ o 630,000 ,

P~ “State Aid: (1 minus 2) 563,000

(1 minus 3) - o ., 878,000

) %
2 4. Difference in State Aid due + 315,000
to Nonuniform Property < . -
Appraisal

ks -

Assume: -

Both District A and District B haye $15,000,000 in actual property *
"valuation. Property in District A is appralsed at $15,000,000,

ralsed at 510,000,000, which is 66 2/3 percent of actual value

) ggzéh is 100 percent of actual value, .Property in Dlstrlct B is

3

! L 4

Both dlStTlCtS have 2000 puplls

The state-established spending level is $754 per pupil.

The Requiired Local Tax Rate (that is, the number of mllls of tax
equalized by the state) is 6.3 mllls )

LA,
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'percent of its-actual va]uc thus showing an appraisal of $10,000, qu
and a local ablllty to sUpport schoo]s of $630,000. Lookxng at the

local ablllty, DlStTlCt B appears poorer than DlStTlCt A. - \ :

g . . e . '
¢ In fact békh dlStTlCtS possess exactly the same propert\ wealth, and )
the same abfTTf? to support schooL But the state schopl aid formula .
operates to overcome differences in local ab111ty to support sghools,
and prbv1d;§ more, state aid to Dlstrlct B ($S78l/DO) than to District A

(5563,000). Thus Dastrlct B is QSlng reharded 315 000 for asse551ng its

propertv louer than it should.
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